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COLLECTIVE  BARGAINING  FORCES  DIFFICULT  CHOICES  FOR  BOSTON 

At  this  time  of  limited  revenue  growth  for  cities  and  towns,  the  issue  of  collective 
bargaining  in  fiscal  1991  will  force  difficult  choices  for  municipalities  which  must 
negotiate  new  contracts  with  its  employees.  Faced  with  the  prospects  of  a reduction,  or 
at  best,  a level-funding  of  local  aid  from  the  state  and  a smaller  increase  in  the  property 
tax  levy  as  new  growth  decreases  because  of  the  slowdown  of  the  real  estate  market, 
many  municipalities  will  be  put  in  the  situation  of  only  being  able  to  provide  salary 
increases  for  employees  by  cutting  spending  for  programs  and  services  and  reducing  the 
number  of  employees.  Utilizing  reserves  and  available  free  cash  to  offset  the 
Governor’s  local  aid  cuts  in  the  beginning  of  fiscal  1990  also  will  contribute  to  less  new 
revenues  being  available  in  fiscal  1991.  Thus,  an  increase  in  salaries  may  be  negotiated 
but  at  the  cost  of  programs  and  jobs. 


The  City  of  Boston  is  faced  with  this  dilemma.  Preliminary  estimates  indicate  that  the 
potential  costs  of  new  employee  settlements  alone  may  equal  or  exceed  the  amount  of 
total  new  revenue  available  for  fiscal  1991.  These  estimates  show  that  collective 
bargaining  agreements  with  city  and  school  unions  will  require  cuts  in  program  spending 
and  job  reductions  unless  new  revenues  are  made  available. 

Collective  Bargaining  Contracts 

The  contracts  between  the  City  and  twenty-four  bargaining  units  represented  by  about 
sixteen  unions  will  expire  on  June  30,  1990.  Over  10,000  city  and  county  employees  are 
affected.  The  largest  unions  include  the  Boston  Police  Patrolman’s  Association 
(approximately  1,400  employees),  the  International  Association  of  Firefighters,  Local  718 
(approximately  1,600  employees),  the  American  Federation  of  State,  County  and 
Municipal  Employees  (AFSCME),  Council  93  (approximately  3,900  employees)  and  the 
Service  Employees  International  Union  (SEIU),  Local  285  (approximately  3,000 
employees).  The  three  year  contract  between  the  School  Committee  and  the  Boston 
Teachers  Union  (BTU),  an  affiliate  of  the  AFL-CIO  representing  the  teachers,  teacher 
aides  and  school  nurses,  has  been  negotiated  effective  September  1,  1989,  and  is 
awaiting  funding  approval  by  the  City  Council.  Other  school  contracts  effective  the 
same  date  for  the  principals  and  headmasters  (BASAS),  clerical  and  secretarial 
employees  (GUILD),  custodians  and  police  must  be  finalized. 


Projected  Salary  Increases 

New  collective  bargaining  costs  in  fiscal  1991  could  total  between  $46.4  million  and 
$52.9  million.  An  analysis  of  the  city  and  county  fiscal  1990  budget  indicates  that 
salaries  for  city  and  county  employees  total  $431.5  million.  This  represents  the  total 
personal  services  account  for  permanent  and  temporary  employees  and  overtime.  The 
unemployment  compensation  and  workmen’s  compensation  accounts  are  excluded.  The 


table  below  shows  that  each  1.0%  increase  in  salary  for  fiscal  1991  will  cost  $4.3  million. 
Thus,  a 3.0%  increase  will  cost  $12.9  million  and  a 4.0%  increase  will  cost  $17.3  million. 
Based  on  the  preliminary  School  Department  fiscal  1991  budget,  the  BTU  contract  will 
cost  $28.5  million  and  the  non-BTU  school  contracts  are  estimated  to  cost  about  $5.0 
million.  Assuming  a total  school  salary  increase  of  $33.5  million,  a 3.0%  increase  for 
city  and  county  employees  will  bring  the  total  salary  increase  to  $46.4  million.  A 4.0% 
increase  would  require  new  funding  for  $50.7  million.  The  school  salary  estimates 
assume  staff  reductions  while  the  city  estimates  are  based  on  current  staff  levels. 


CITY  OF  BOSTON  PROJECTED  SALARY  INCREASES 

Fiscal  1991 

Fiscal 

1990  Personal 

Services  Budget 

Budget 

City/County 

Group 

Group 

City* 

County 

Total 

10 

Pertnanent  Employees 

$385 

,896,516  $16 

,911,181 

$402,807,697 

11 

Temporary  Employees 

2,487,468 

57,770 

2,545,238 

12 

Overtime 

24,947,461  1 

,195,095 

26,142,556 

16 

Unemployment  Compensation  1 

,739,900 

55,000 

1,794,900 

17 

Worker's  Compensation  3 

,425,079 

904,000 

4,329,079 

$418,496,424  $19 

,123,046 

$437,619,470 

Total  Salary 

$413 

,331,445  $18 

,164,046 

$431,495,491 

(Total  Less  Accts. 

16&17) 

Fiscal 

1991  Salary 

Increase  Projections 

Fiscal  1991 

Fiscal  1991 

Fiscal  1991 

School 

School 

Fiscal  1991 

Fiscal  1990 

Percent 

Ci ty/County 

BTU 

Non-BTU 

Total  Salary 

City/County  Salaries 

Increase 

Increase 

Increase 

Increase 

Increase 

$431,495,491 

1.0% 

$4,314,955 

$28,450,000 

$5,000,000 

$37,764,955 

431,495,491  )( 

3.0% 

12,944,865 

28,450,000 

5,000,000 

46,394,865 

431,495,491 

4.0% 

17,259,820 

28,450,000 

5,000,000 

50,709,820 

431,495,491 

4.5% 

19,417,297 

28,450,000 

5,000,000 

52,867,297 

431,495,491 

5.0% 

21,574,775 

28,450,000 

5,000,000 

55,024,775 

* Includes  Hospital 


Projected  Revenue  Increases 

Revenues  for  the  City  of  Boston  are  projected  to  increase  by  between  $30.0  and  $46.0 
million  based  on  preliminary  estimates.  As  shown  in  the  table  on  page  3,  the  property 
tax  is  estimated  to  increase  by  as  much  as  $30.0  million.  That  assumes  the  City  will  take 
advantage  of  the  ability,  on  a one-time  basis,  to  capture  an  additional  six  months  of  new 
growth  which  should  add  an  additional  $3.0  to  $4.0  million  to  the  levy.  However,  there 
is  disagreement  within  the  Flynn  Administration  as  to  whether  this  is  a prudent  move 
and  no  decision  has  been  made  yet.  The  motor  vehicle,  motel  and  jet  fuel  excise  taxes 
are  not  expected  to  grow  much  over  this  year.  Departmental  income  may  increase  by 
about  $11.0  million  but  that  assumes  that  a new  fees,  fines  and  license  package  will  be 
submitted  by  the  Mayor  and  approved  by  the  City  Council.  The  small  increase  is  due  to 
the  fact  that  to  offset  the  Governor’s  $20.6  million  local  aid  cut  this  year,  the  Flynn 
Administration  utilized  departmental  income  reserves  that  will  not  be  available  next 
year. 


Hospital  receipts  are  estimated 
to  increase  by  $9.0  million 
although  this  is  a wild  card 
item  at  this  time.  State  aid  is 
projected  to  be  level-funded 
even  though  the  Governor’s 
fiscal  1991  budget,  House  No. 

1,  proposes  a $106  million  cut 
in  local  aid  and  lottery  funds 
which  could  produce  a cut  of 
about  $9.0  million  for  Boston. 
The  free  cash  estimate  is  the 
same  as  used  this  year.  The 
"Other"  category  is  primarily 
non-recurring  revenue  and  the 
reduction  of  as  much  as  $10.0 
million  reflects  the  large 
amount  used  this  year  to  offset 
the  Governor’s  local  aid  cuts. 

The  sources  of  this  year’s  non- 
recurring revenue,  for  the  most 
part,  will  not  be  available  next 
year  and  other  sources  have  not 
been  identified.  The  Bureau 
continues  to  express  concern 
about  utilizing  the  proceeds  from 


Revenue  Estimates 


Property  Tax  Levy 

Fiscal  1991 

Revenue 

Increase 

Ranges 

($  in  millions) 

$25.0  - $30,0 

Motor  Vehicle  Excise 

$0.7  - $1,0 

Hotel/Jet  Fuel  Excises 

$0.0 

Departmental  Income 

$7.0  -$11.0 

Health  & Hospitals 

$7.0  - $9.0 

State  Distributions 

$0.0 

Free  Cash 

$0.0 

Other 

($10.0  - $5.0) 

Total 

$29.7  - $46.0 

the  sale  of  a capital  asset  for  operating  purposes. 


Options  For  The  City 

The  City  of  Boston  is  faced  with  the  situation  that  even  by  agreeing  to  a 3.0%  salary 
increase  for  all  city  and  county  employees  plus  the  school  contract  costs,  the  added  cost 
of  about  $46.4  million  will  absorb  the  maximum  revenue  increase  estimated  for  fiscal 
1991.  No  funds  would  be  available  for  the  growing  non-salary  expenses  such  as  health 
insurance,  energy,  solid  waste  contracts,  other  contractual  services  and  supplies.  Debt 
service  costs  are  also  expected  to  increase  next  year.  The  non-salary  budget  for  city  and 
county  operations  is  about  $276.9  million  and  a 5.0%  increase  would  total  about  $14.0 
million.  The  School  Department  has  calculated  that  a maintenance  of  effort  budget, 
excluding  salary  increases,  will  require  an  additional  $23.2  million. 


Thus,  providing  salary  increases  for  all  City  of  Boston  employees  in  fiscal  1991  will  force 
the  Flynn  Administration  to  decide  on  a course  of  action  from  the  following  options 
and/or  combination  of  options. 


1.  Reduce  spending  through  reductions  in  employees  and  service 
programs.  This  year,  approximately  67.0%  of  all  departmental  budgets  is 
for  personal  services  which  indicates  that  large  cuts  in  spending  will 
require  reductions  in  employee  levels.  The  School  Department  has 
estimated  that  it  must  reduce  its  spending  by  $29.0  million  to  meet  the 
Mayor’s  preliminary  level-funding  budget  target  and  absorb  the  cost  of  the 
non-BTU  salary  increases.  School  officials  have  stated  that  over  500 
positions  will  need  to  be  eliminated  from  the  budget  next  year.  At  3.0%, 
city  and  county  departments  would  have  to  absorb  the  $12.9  million  salary 


increase  and  all  non-salary  inflationary  increases. 

2.  Increase  recurring  revenues  through  legislative  approval  of  a new 
revenue  source  for  Boston.  The  Administration  will  submit  to  the 
legislature  a bill  establishing  a local  option  parking  excise  tax.  Based  on 
an  excise  of  15%  on  the  cost  of  all  public  parking,  the  City  estimates  that 
it  would  collect  about  $22.0  million.  The  City  Council’s  Ways  and  Means 
Committee  has  suggested  consideration  of  a local  option  entertainment 
excise  tax.  A new  fees,  fines  and  license  package  has  already  been 
included  in  the  Bureau’s  revenue  estimates. 

3.  Rely  on  non-recurring  revenue  to  help  bridge  the  shortfall  in  fiscal 
1991.  Claiming  that  fiscal  1991,  with  a level-funding  or  cut  in  local  aid,  is 
a unique  situation,  the  Administration  may  propose  to  use  non-recurring 
revenues  for  next  year.  Normal  revenue  growth  in  the  next  four  years  will 
be  less  than  the  past  four  years  and  the  City  must  reduce  its  spending  to 
reflect  this  reality.  The  City  should  exercise  extreme  caution  in  relying  on 
one-time  revenues  next  year. 

4.  Endorse  and  work  for  implementation  of  the  recommendations  of  the 
Governor’s  Task  Force  on  Local  Finance,  chaired  by  John  Hamill  of  the 
Shawmut  Bank.  The  recommendations  center  on  establishing  a local 
revenue  sharing  policy  between  the  State  and  the  cities  and  towns, 
modifying  the  annual  levy  increase  under  Proposition  2 1/2,  allowing  a 
debt  exemption  for  major  capital  projects  and  supporting  non-broad  based 
local  option  taxes.  The  Bureau  has  estimated  that  implementation  of  all 
the  recommendations  in  fiscal  1991  would  produce  approximately  $39.0 
million  for  Boston. 

Boston’s  Budget  Schedule 

The  Mayor  will  present  his  fiscal  1991  city  and  county  budget  recommendations  to  the 
City  Council  on  April  11,  1990.  With  less  than  two  months  to  go  before  the  Mayor 
publicly  presents  his  budget,  the  Administration  is  stating  that  it  will  be  able  to  fund  the 
second  year  of  the  Boston  Teachers  Union  contract  and  will  be  able  to  offer  city  and 
county  employees  a small  increase  in  salary.  The  Administration  has  not  yet  explained 
how  they  will  accomplish  this. 

Conclusion 

The  prospects  of  limited  revenue  growth  for  Boston  next  year  has  made  the  funding  of 
new  collective  bargaining  agreements  a major  issue  for  the  Flynn  Administration.  The 
decision  to  provide  salary  increases  will  require  large  cuts  in  departmental  spending  and 
employee  reductions  unless  new  revenue  sources  are  made  available.  The  Flynn 
Administration  has  been  generous  in  past  negotiations  without  insisting  on  increased 
worker  productivity.  This  year  the  City  will  need  to  maintain  a strong  position  in 
keeping  salary  and  non-salary  benefit  costs  down  while  requiring  productivity  gains  in 
upcoming  negotiations.  The  service  implication  of  providing  salary  increases  next  year 
without  new  revenues  should  be  seriously  considered  and  publicly  discussed. 


